1993-1994 
ANNUAL 
REPORT 


ALBERTA 
DAIRY 
CONTROL 
BOARD 


/dlberra 


AGRICULTURE,  FOOD  AND 
RURAL  DEVELOPMENT 


A3312 
1994 

SCI /TECH 


Ex  LIBRIS 

UNIVERSITATIS 

ALBERT/ENSIS 


/dlbcrra 


AGRICULTURE,  FOOD  AND 
RURAL  DEVELOPMENT 


Alberta  Dairy  Control  Board 


Provincial  Building 
5201  -  50  Avenue 
Wetaskiwin,  Alberta 
Canada  T9A  0S7 


Telephone  403/361-1231 
Telex  037-42565 
Fax  403/361-1236 


June  20,  1994 


Honourable  Walter  Paszkowski 
Minister  of  Agriculture 
208  Legislature  Building 
Edmonton,  Alberta 
T5K  2B6 

Dear  Sir: 

I  have  the  privilege  to  present  to  you  the  Annual  Report  of  the  Alberta  Dairy  Control  Board 
for  the  year  ended  March  31,  1994 


Yours  truly, 


James  P.  Heron 
Chairman 


JPH:mu 


UNIVERSITY  LIBRARY 
UNIVERSITY  OF  ALBf  R  I 


ANNUAL  REPORT 
of  the 

ALBERTA  DAIRY  CONTROL  BOARD 
for  the  fiscal  year 
ended  March  31,  1994 


Digitized  by  the  Internet 

Arch 

ive 

in  2014 

https  ://arch  i  ve .  org/detai  Is/albertadai  ry  1 994 


CHAIRMAN'S  MESSAGE 


We  are  pleased  to  report  on  the  activities  of  the  Alberta  Dairy  Control  Board 
for  the  fiscal  year  ended  March  31,  1994.  This  report  provides  financial  statements  as 
audited  by  the  Office  of  the  Auditor  General,  along  with  a  summary  of  our  activities 
during  the  past  year.  I  hope  you  find  our  report  informative  and  useful. 

After  several  years  of  declining  markets  for  butterfat,  we  were  gratified  to  see  a 
market  upswing  in  domestic  consumption.  As  one  of  the  signatories  and  supporters  of 
the  National  Milk  Marketing  Plan,  we  supported  a  four  and  one  half  percent  increase 
in  industrial  milk  production  over  the  year.  We  are  ever  hopeful  that  the  upturn  in  the 
economy  is  reflected  in  the  demand  for  dairy  products  and  that  we  have  seen  the  end 
of  a  shrinking  dairy  industry. 

During  the  past  year  much  attention  was  focused  on  the  impact  of  the  G.A.T.T. 
negotiations  upon  Canada's  supply  managed  industries.  Now  that  the  agreement  has 
been  reached,  it  will  be  a  significant  challenge  to  structure  a  G.A.T.T.  compatible 
Canadian  dairy  industry.  The  Board  is  committed  to  ensure  that  any  future  orderly 
marketing  plan  takes  into  account  the  competitive  strengths  and  natural  advantages  of 
the  Alberta  producer  and  processor.  We  must  ensure  that  any  changes  to  the  National 
Plan  strengthens  and  grows  the  dairy  industry,  and  that  consumers  receive  top  quality 
dairy  products  at  the  least  cost.  Given  the  large  spectrum  of  national,  provincial,  and 
lobby  group  interests,  it  will  be  no  easy  task  to  restructure  the  industry  to  meet  the 
challenges  of  the  G.A.T.T.  agreement.  During  the  past  year  significant  Dairy  Board 
attention  was  directed  towards  developments  at  the  national  and  international  level. 

During  the  past  year,  Government  Executive  Council  approved  an  Order-In 
Council  which  deregulated  wholesale  milk  pricing.  Milk  pricing  is  no  longer 
regulated  beyond  the  farm  gate.  Processors  and  retailers  are  free  of  government 
involvement  in  pursuing  agressive  marketing  techniques  to  capture  the  consumer  dollar 


and  a  larger  market  share.  Producer  farm  gate  prices  continue  to  be  set  by  the  Public 
Utilities  Board  which  uses  a  flexible  pricing  formula  based  upon  current  trends  and 
costs. 

The  Dairy  Board  completed  a  three  year  business  plan  which  was  submitted  to 
government  as  part  of  Alberta  Agriculture,  Food  and  Rural  Development.  Our 
business  plan  is  consistent  with  the  department's  mission  statement  and  goals.  The 
Board  is  directed  to  foster  a  competitive,  market-driven  industry  to  encourage  the 
development  of  value-added  Alberta  dairy  products,  and  to  facilitate  the  long-term 
profitability  of  primary  producers  and  food  processors.  The  business  plan  includes  a 
seventy-five  percent  cost  recovery  of  the  Board's  operating  expenses  from  a  producer 
and  processor  assessment.  The  Alberta  government's  strong  support  of  agriculture  is 
evidenced  by  Minister  Paszkowski's  commitment  to  the  dairy  industry  and  to  the 
endorsement  of  our  three  year  business  plan. 

On  behalf  of  the  Dairy  Board  members,  I  convey  a  sincere  thank  you  to  the 
management  and  staff.  Their  commitment  to  the  principles  of  excellence  is 
appreciated.  Sincere  appreciation  is  also  extended  to  the  industry  stakeholders, 
namely  the  Policy  Advisory  Committee,  Alberta  Milk  Producers'  Society,  co-operative 
producer  associations,  Alberta  Dairy  Association,  Alberta  Agriculture  staff,  producers, 
and  processors  for  their  valuable  input,  counsel  and  assistance  to  the  Dairy  Board. 

As  in  past  years,  we  reaffirm  our  committment  to  provide  the  best  possible 
service  and  to  work  with  stakeholders,  consumers  and  government  for  a  strong  and 
competitive  Alberta  dairy  industry. 

James  P.  Heron,  Chairman 
Alberta  Dairy  Control  Board 
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AUTHORITY  AND  MANDATE 


The  Alberta  Dairy  Control  Board  is  a  Crown  corporation,  operating  under  the 
authority  of  the  Dairy  Board  Act.  Its  purpose  is  to  control  and  regulate  the  sale  of 
milk  in  Alberta.  Board  responsibilities  cover  all  three  sectors  of  the  dairy  industry 
including  fluid  milk,  industrial  milk  and  cream. 

The  Board's  membership  consists  of  two  active  dairy  producers,  a  former 
processor,  a  consumer  representative  and  a  full-time  chairman.  The  chairman  reports 
directly  to  the  Minister  of  Agriculture,  Food  and  Rural  Development.  Ten  full-time 
Board  staff  members  administer  dairy  policy  within  Alberta. 

The  Chairman  of  the  Alberta  Dairy  Control  Board  is  a  signatory  to  the 
Comprehensive  Milk  Marketing  Plan  (the  National  Milk  Marketing  Plan  governing  the 
production  of  industrial  milk  in  Canada).  The  Board  has  accepted  the  responsibility  of 
administering  market  share  quota,  collecting  levies  and  remitting  them  for  Alberta 
producers.  James  Heron,  Chairman,  represents  Alberta  on  the  Canadian  Milk  Supply 
Management  Committee  (CMSMC).  The  CMSMC  makes  recommendations  to  the 
Canadian  Dairy  Commission  on  balancing  milk  production  with  domestic  and  export 
demand. 

Dairy  policies  are  developed  to  ensure  that  producers  and  processors  of  milk 
and  cream  have  an  opportunity  to  receive  a  fair  return  for  their  labour  and  investment. 
Providing  consumers  with  a  continuous  supply  of  high-quality  dairy  products  at 
reasonable  prices  is  a  primary  objective. 

The  Board  is  responsible  for  setting  the  producers'  price  for  industrial  milk. 
By  authority  of  the  Dairy  Board  Act,  the  Public  Utilities  Board  sets  the  price  for 
Class  I  milk. 
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REPORT  ON  OPERATIONS 


The  Alberta  Dairy  Control  Board  is  financed  by  producer  assessment  of  $0.02 
per  kilogram  butterfat,  processor  assessment  of  $0.01  per  kilogram  butterfat,  and 
government  contribution  of  25  percent  of  administrative  and  enforcement  costs. 

Honorarium  and  expenses  were  paid  to  citizen  members  of  the  Alberta  Dairy 
Control  Board,  producer  members  of  the  Policy  Committee  and  Alberta 
representatives  to  the  Canadian  Milk  Supply  Management  Committee. 

The  Board  continued  to  collect  producer  assessments  for  dairy  products 
promotion  and  nutrition  education.  These  funds  were  forwarded  to  the  Alberta  Milk 
Producers'  Society  and  the  Dairy  Nutrition  Council  of  Alberta  under  the  terms  of  the 
agreements. 

The  Alberta  Dairy  Control  Board  participated  in  provincial,  national  and 
international  dairy  activities.  The  General  Agreement  on  Trade  and  Tariffs  (GATT), 
the  North  American  Free  Trade  Agreement  (NAFTA)  and  the  Canada/U.S.  Free 
Trade  Agreement  (FT A)  created  increased  activity.  Producer  initiatives  such  as  an 
integrated  quota  alternative,  skim-off,  multiple  component  pricing  and  producer 
security  consumed  staff  time  and  resources.  The  Board  successfully  performed  the 
responsibility  of  the  dairy  industry  referee.  In  fulfillment  of  the  Board's  mandate, 
processor  audit  activities  were  increased.  Ensuring  accurate  producer  payment 
continues  to  be  an  important  function  of  the  Board. 

The  producer  fluid  milk  equalization  pool  operated  for  the  eighteenth  year. 

Board  policies  and  regulations  were  successfully  administered.  The  Board  and 
staff  received  cooperation  from  all  sectors  of  the  dairy  industry,  agri-business, 
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government  departments  and  agencies  throughout  the  year.  The  Board,  in  turn, 
provided  accurate  and  timely  information  to  clients  and  stakeholders. 

A  three-year  business  plan  and  budgets  were  developed  to  meet  the  needs  of  the 
Board's  clients  and  to  dovetail  with  Alberta  Agriculture,  Food  and  Rural 
Development's  plan. 

The  three-tiered  levy  system  gave  producers  the  opportunity  to  decide  if  they 
should  deliver  the  last  4  percent  of  MSQ  (sleeve),  where  returns  were  lower.  The 
Canadian  Dairy  Commission  invoiced  Alberta  on  a  blended  levy  rate  for  surplus 
removal  costs  based  on  all  milk  delivered.  Skim-off  costs  were  levied  on  Alberta 
producers  and  MSQ  was  adjusted  to  reflect  incremental  skim-off. 

Producer  prices  increased  from  $55.97  to  $56.95  per  hectolitre  for  Class  I  milk 
on  October  1,  1993  and  $1.08  per  hectolitre  for  all  industrial  milk  on  September  1, 
1993.  An  increase  in  the  target  price  and  the  intervention  price  set  by  the  Canadian 
Dairy  Commission  resulted  in  the  industrial  milk  price. 

Producer  numbers  continued  to  decline.  Milk  producers  totaled  1217  at  year 
end,  a  decrease  of  4.79  percent.  Cream  producers  totalled  141,  a  decrease  of  67 
producers.  Milk  production  was  3.4  percent  lower  than  the  previous  year,  reflecting 
quota  adjustments  and  feed  related  production  difficulties.  Gains  in  production  per 
cow  continued  and  the  number  of  cows  per  farm  reflecting  overall  production 
efficiency  increased. 

Processing  plants  were  closed  at  St.  Paul,  Viking,  Medicine  Hat  and  Edmonton. 
Olympus  Dairy  relocated  from  Wandering  River  to  Edmonton. 
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Interprovincial  movement  of  Class  I  milk  increased.  Processors  cooperated  by 
supplying  data  to  accurately  account  for  Class  I  pricing  in  the  respective  provinces 
where  the  sales  occurred.  Processing  and  distribution  efficiencies  were  made  possible 
by  the  working  arrangement  between  British  Columbia,  Saskatchewan  and  Alberta. 
The  Board  acted  as  the  clearing  house  by  providing  data  to  British  Columbia  and 
Saskatchewan  to  assist  their  sales  reconciliations  and  accurate  producer  payment. 

Board  staff  provided  a  high  level  of  quality  service  to  clients  and  stakeholders 
during  1993-94.  We  are  committed  to  provide  the  best  possible  service  to  industry, 
business,  government  and  consumers. 

Respectfully  submitted 
Lloyd  G.  Johnston 
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AUDITOR'S  REPORT 


To  the  Members  of  the 

Alberta  Dairy  Control  Board 

I  have  audited  the  balance  sheet  of  the  Alberta  Dairy  Control  Board  as  at  March  31,  1994 
and  the  statement  of  revenue,  expenditure  and  retained  earnings  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board's  management.  My 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  I  plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether 
the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Board  as  at  March  31,  1994  and  the  results  of  its  operations  and 
the  changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally 
accepted  accounting  principles. 


Edmonton,  Alberta 
May  10,  1994 


CA 

Acting  Auditor  General 


ALBERTA  DAIRY  CONTROL  BOARD 

DAT   A  KT/TT  CTJCITT' 

AS  AT  MARCH  31.  1994 

ASSETS 

Operating: 
Current: 
Cash 

Due  from  processors  and  producers  (Note  4) 
Prepaid  expenses 

1994 

$  1,138,941 
952,065 

1993 

$  1,100,286 
438,845 
884 

2,091,006 

1,540,015 

Due  from  Province  of  Alberta 

34,376 

- 

Capital  assets  (Note  5) 

93,297 

116,741 

Equipment  under  capital  lease  (Note  6) 

11.114 

2.891 

2.229.793 

1.659.647 

Trust:  (Note  7) 

Cash  (bank  indebtedness) 

Due  from  processors  and  producers,  Schedule  1 

485,686 
1.606.684 

1.435.269 

2.092.370 

1.337.265 

$4,322,163 

$2,996,912 

LIABILITIES  AND  RETAINED  EARNINGS 

Operating: 
Current: 

Due  to  processors  and  producers  (Note  8)                      $  940,568 
Due  to  Province  of  Alberta  31,190 
Accounts  payable  and  accruals  68,122 
Current  portion  of  obligation  under  capital 

lease  (Note  10)  2.613 

$  427,632 
65,015 
46,864 

2.998 

1,042,493 

542,509 

Obligation  under  capital  leases  (Note  10) 

8,752 

960 

Pension  liability  (Notes  3  and  9) 

137,507 

- 

Retained  earnings 

1,020,798 

1,075,029 

Quota  exchange  reserve  (Note  11) 

20.243 

41.149 

2,229,793 

1,659,647 

Trust  liabilities,  Schedule  1 

2.092.370 

1.337.265 

$4,322,163 

$2,996,912 

The  accompanying  notes  and  schedules 


are  part  of  these  financial  statements. 


ALBERTA  DAIRY  CONTROL  BOARD 
STATEMENT  OF  REVENUE.  EXPENDITURE  AND  RETAINED  EARNINGS 


FOR  THE  YEAR  ENDED  MARCH  31.  1994 


1994 


Producer  assessments 

Processor  assessments 

Government  contribution  to  administration 

costs  (Note  12) 
Gain  on  disposal  of  equipment 
Quota  exchange  transfers  (Note  11) 


Budget 
(Note  13) 

REVENUE 

$  408,171 
202,500 

162,000 


772.671 


Actual 


$  397,493 
198,245 

176,269 
369 


772.376 


1993 
Actual 


$  416,593 
206,312 

178,093 

26.377 

827.375 


EXPENDITURE 


Honoraria,  salaries  and  employee  benefits, 

Schedule  2 
Travel  and  conference  fees 
Amortization 
Grants 

General  office 

Quota  exchange  transfers  (Note  11) 
Data  processing 

Data  processing  equipment  and  software 


482,500 
136,000 
37,700 
39,000 
37,300 
29,350 
33,000 
1.500 

796.350 


524,224 
85,158 
37,608 
36,368 
32,014 
20,906 
8,153 
1.392 

745.823 


502,521 
105,564 
32,346 
33,608 
36,256 

20,930 
1.306 


732.531 


Excess  (deficiency)  of  revenue  over 
expenditure  for  the  year 

Appropriation  from  (to)  quota  exchange 
reserve  (Note  1 1) 


(23,679) 


29.350 


5.671 


26,553 


20.906 
47.459 


94,844 


126J77) 


68.467 


Retained  earnings  at  beginning  of  year, 
before  restatement 

Adjustment  to  reflect  change  in  accounting 
policy  applied  retroactively  without 
restatement  of  prior  periods  (Note  3) 

Retained  earnings  at  beginning  of  year, 
as  restated 


1,075,029 


1.075.029 


1,075,029 


101.690 


973.339 


1 ,006,562 


1.006.562 


Retained  earnings  at  end  of  year 


$  1.080.700        $  1.020.798         $  1.075.029 


ALBERTA  DAIRY  CONTROL  BOARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


MARCH  31.  1994 


Note  1 


Authority 


The  Alberta  Dairy  Control  Board  operates  under  the  authority  of  the  Dairy  Board  Act, 
Chapter  D-l,  Revised  Statutes  of  Alberta  1980,  as  amended. 


Note  2       Accounting  Policies 
Amortization 

Capital  assets  are  amortized  on  a  straight-line  basis  over  the  following  periods: 


Equipment  acquired  under  a  capital  lease  is  amortized  on  a  straight-line  basis  over  the 
term  of  the  lease. 

Expenditure 

Honoraria,  salaries  and  employee  benefits  include  the  cost  of  pension  obligations 
earned  by  employees  during  the  year  and  interest  on  the  portion  of  unfunded  pension 
liabilities  which  the  Board  has  agreed  to  fund. 


Liabilities  include  the  portion  of  unfunded  pension  liabilities  for  which  the  Board  is 
responsible. 

Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided  as  disclosure  in  these 
financial  statements  is  considered  to  be  adequate. 


Office  furniture  and  equipment 
Communication  equipment 
Software  development 
Computer  hardware  and  equipment 


3  years 
3  years 
5  years 
5  years 


Liabilities 


-  2  - 


Note  3       Change  in  Accounting  Policy 
Pension  liability 

Effective  April  1,  1993,  a  liability  has  been  recorded  to  reflect  the  portion  of 
unfunded  pension  liabilities  which  the  Alberta  Dairy  Control  Board  has  agreed  to 
fund,  as  required  by  the  Province's  Treasury  Department. 

This  policy  change  has  been  applied  retroactively  by  adjustment  of  opening  retained 
earnings.  Prior  period  expenditures  have  not  been  restated  as  the  related  adjustments 
are  not  determinable.  If  the  change  in  accounting  policy  had  not  been  made,  the 
excess  of  revenue  over  expenditure  for  the  year  and  retained  earnings  at  the  end  of  the 
year  would  have  been  $27,994  and  $1,123,929  respectively. 


Note  4       Due  from  Processors  and  Producers 


1994 

1993 

Operating: 

Quota  exchange 

$  898,496 

$  386,450 

Assessments 

53.569 

52.395 

$  952.065 

$  438.845 

Capital  Assets 

1994 

1993 

Accumulated 

Cost 

Amortization  Net 

Net 

Communication  equipment 

$  1,073 

$     954      $  119 

$  477 

Computer  hardware  and 

equipment 

31,371 

13,168  18,203 

21,645 

Office  furniture  and 

equipment 

799 

732  67 

1,057 

Software  development 

140.271 

65.363  74.908 

93.562 

$  173.514 

$80,217      $  93.297 

$  116.741 

-  3  - 


Note  6       Equipment  Under  Capital  Lease 


1994 


Office  equipment 


Accumulated 
Amortization 


mi 

Nel 
$2.891 


Note  7  Trust 

Under  the  National  Milk  Marketing  Plan,  the  Board  collects  levies  from  processors  on 
behalf  of  producers  and  forwards  the  levies  to  the  Canadian  Dairy  Commission  (CDC). 
A  portion  of  the  levies  collected  can  be  refunded  to  producers  under  certain  conditions. 
During  1993-94  $2,325,788  was  received  from  CDC,  of  which  $2,313,770  was  refunded 
to  producers.  These  amounts  are  included  in  Amounts  received  and  Amounts  paid  out, 
respectively,  on  Schedule  1. 

The  Board  has  an  agreement  to  collect  levies  for  milk  promotion  and  education  on  behalf 
of  the  Alberta  Milk  Producers  Society  and  the  Dairy  Nutrition  Council  of  Alberta. 

Under  section  38  of  the  Dairy  Control  Board  Regulation,  the  Board  is  required  to  operate 
a  price  equalization  mechanism  whereby  all  producers  receive  a  fair  price  for  their  milk 
production. 


Note  8      Due  to  Processors  and  Producers 

1994  1993 

Operating: 

Quota  exchange  $  937,068  $  425,290 

Other  3.500  2.342 

$  940.568  $  427.632 
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Note  9       Pension  Liability 

The  Alberta  Dairy  Control  Board  participates  with  other  employers  in  two  defined  benefit 
pension  plans.  The  Public  Service  Pension  Plan  and  the  Management  Employees  Pension 
Plan  provide  pensions  for  the  Board's  employees  based  on  length  of  service  and  earnings. 

The  Board's  unfunded  pension  liability  for  each  plan  as  at  March  31,  1994  is  as  follows: 

Public  Service  Pension  Plan  $  20,307 

Management  Employees  Pension  Plan  117.200 

$  137.507 

The  total  amount  of  unfunded  pension  liabilities  from  these  plans  was  determined  by  an 
actuarial  valuation  as  at  December  31,  1991,  extrapolated  to  March  31,  1994.  During 
1993,  the  Legislature  passed  the  Public  Sector  Pension  Plans  Act  which  determined  the 
amount  of  unfunded  pension  liabilities  which  will  be  funded  by  employers.  The  Board's 
portion  of  that  employers'  liability  was  calculated  based  on  the  Board's  percentage  of  the 
total  pensionable  payroll  of  all  employers. 


Note  10     Obligation  Under  Capital  Leases 


Future  minimum  payments  are  as  follows: 


1994 

1993 

1994 

$ 

$2,998 

1995 

2,613 

960 

1996 

1,843 

1997 

2,056 

Thereafter 

4.853 

11,365 

3,958 

Less:  Current  portion 

2.613 

2.998 

$  8.752 

$  960 

-  5  - 


Note  1 1      Quota  Exchange 

The  Quota  Exchange  Reserve  represents  surpluses  occurring  on  transfers  of  quotas  and 
will  be  used  to  cover  any  future  Quota  Exchange  transaction  deficiencies. 


1994 

1993 

Sales  of  quota 

$  6,462,505 

$  4,269,047 

Purchases  of  quota 

6.483.411 

4,242,670 

Appropriation  in  current  year 

(20,906) 

26,377 

Reserve  at  beginning  of  year 

41.149 

14.772 

Reserve  at  end  of  year 

$  20.243 

$  41.149 

Note  12     Related  Party  Transactions 
Administration  costs 

In  addition  to  the  government  contribution  which  represents  25%  of  certain  administration 
costs,  the  General  Revenue  Fund  of  the  Province  of  Alberta  bears  the  cost  of  the 
following: 

Administrative  services  -  legal,  audit,  personnel,  and  financial. 

Accommodation  costs  -  office  space,  basic  utilities,  repairs, 

maintenance,  RITE  telephone  system,  office 
furniture  and  certain  office  equipment. 

Licence  fee  income  and  interest  on  cash  deposits 

Licence  fee  income,  and  interest  from  cash  deposits  in  the  Consolidated  Cash  Investment 
Trust  Fund,  are  credited  directly  to  the  General  Revenue  Fund  of  the  Province  of  Alberta. 

Note  13  Budget 


The  1993-94  budget,  except  for  amortization,  was  approved  by  the  Board  of  Directors  on 
September  17,  1993. 


-  6  - 


Note  14     Comparative  Figures 

The  1993  figures  have  been  reclassified  where  necessary  to  conform  to  1994  presentation. 

Note  15     Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management. 
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BUSINESS  PLAN 
April,  1994  to  March  31,  1997 


1.  Summary 

The  Dairy  Board  Act  sets  out  the  regulatory  powers  of  the  board  to  "control  and 
regulate  the  sale  of  milk  in  Alberta" . 

Alberta  has  1340  dairy  producers.  The  gross  value  of  raw  milk  is  $275  million 
annually.  The  dairy  industry  has  a  positive  impact  on  the  service  industry.  The  sale 
of  dairy  animals  contribute  8-10  percent  of  the  overall  Alberta  beef  industry.  Alberta 
has  24  processing  plants,  owned  and  operated  by  12  companies.  The  wholesale  value 
of  processed  dairy  products  total  $579  million,  more  than  double  the  value  of  raw 
milk. 

Board  expenses  are  paid  as  follows:  50  percent  by  producers,  25  percent  by 
processors  and  25  percent  by  the  Government  of  Alberta.  At  March  31,  1993,  the 
Board  Reserve,  held  by  the  Provincial  Treasurer,  stood  at  $1  million. 

Alberta  is  a  member  of  the  National  Milk  Marketing  Plan  and  is  represented  at  the 
Canadian  Milk  Supply  Management  Committee  meetings  by  the  Board  Chairman  and 
two  industry  representatives.  Currently,  Alberta  is  the  third  largest  dairy  province, 
currently  holding  6.5%  of  the  Canadian  industrial  milk  quota.  This  represents  a 
shortfall  of  production  potential  compared  to  our  population. 

Interprovincial  trade  barriers  between  Saskatchewan,  Alberta  and  B.C.  were  removed. 
Alberta  processed  fluid  milk  is  being  sold  in  British  Columbia  and  Saskatchewan.  The 
Board  has  been  instrumental  in  facilitating  interprovincial  trade. 

Other  organizations  rely  on  the  Board's  audit  function  to  verify  data  accuracy.  The 
audit  function  also  ensures  accurate  producer  payment.  Agencies  such  as  Statistics 
Canada  and  the  Canadian  Dairy  Commission  use  information  provided  by  the  Dairy 
Board,  eliminating  duplication  and  improving  information  gathering  efficiency. 

A  Provincial  Milk  Equalization  payment  system  is  operated  by  the  Board.  This 
procedure  depends  on  a  high  level  of  cooperation  between  processors  and  the  Board. 
Very  tight  time  lines  are  maintained  to  equalize  $23  million  in  monthly  payments 
between  processors  who,  in  turn,  make  payments  to  producers. 

The  Board  provides  the  registry  for  all  quota  records  in  Alberta.  The  Board 
administers  quota  transfers  that  often  involve  lender  security,  assignment  of  producers 
to  specific  processors  for  payment,  and  collection  of  levies  as  the  agent  for  the 
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Canadian  Dairy  Commission. 

Producers  and  processors  also  benefit  from  management  extension  services  offered  by 
Board  staff. 

2.  Foundation 
Mandate 

Ensure  an  adequate  supply  of  safe,  quality  dairy  products  are  available  to  consumers 
at  reasonable  prices  by  ensuring  that  policies  and  services  support  a  profitable, 
competitive  market-driven  Alberta  dairy  industry. 

Roles  and  Responsibilities 

The  Alberta  Dairy  Control  Board  is  in  the  business  of  agriculture  and  food  industry 
development.  Orderly  application  of  matching  production  to  consumer  demand 
ensures  a  stable  market  and  stable  price.  The  board  acts  as  the  industry  referee  by 
providing  an  appeal  mechanism  for  producers,  processors,  consumers  and 
government.  Development  of  policies  in  consultation  with  industry  fosters  a 
competitive  market-driven  dairy  industry  and  encourages  value-added  processing  in 
Alberta. 

Dairy  farmers,  processors,  consumers,  lending  institutions,  milk  haulers,  distributors, 
food  retailers,  provincial  government  departments,  federal  government  departments 
and  agencies  and  educational  research  institutions  are  clients  of  the  Board. 

Industry  Needs  and  Opportunities 

Alberta  processors  process  100  percent  of  the  raw  milk  and  cream  produced  in  the 
province.  The  farm  gate  value  is  $260  million;  the  wholesale  value  of  processed  dairy 
products  exceeds  $550  million.  Competitive  forces  within  Canada  challenge  the 
industry  to  process  products  that  are  in  higher  consumer  demand. 

Alberta  has  many  natural  advantages  for  expanded  production  and  value-added 
processing.  Alberta  producers  are  among  the  most  efficient  in  Canada.  Average  herd 
size  and  production  per  cow  is  nearly  the  highest  in  the  country,  comparable  only  with 
British  Columbia. 

Alberta  has  a  disproportionately  smaller  share  of  the  National  quota  for  industrial  milk 
compared  to  our  population.  Moderate  growth  opportunities  exist  if  we  are  successful 
in  negotiating  more  market  share  quota  for  Alberta  producers. 
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Processor  efficiency  suffers  from  lack  of  scale  and  increased  distribution  cost  in 
comparison  to  Ontario  and  Quebec  processors.  We  must  encourage  increased  plant 
through-put  and  ensure  processing  and  distribution  costs  are  not  unnecessarily 
increased  by  demands  of  government. 

Producers  benefit  from  an  independent  agency  that  has  access  to  client  confidential 
records  to  ensure  accurate  and  timely  payment. 

The  Board  will  continue  to  strive  to  simplify  the  quota  administration  and  reduce  cost 
to  industry. 

Increased  market  access,  negotiated  under  GATT  for  specialty  products  such  as  aged 
cheddar  cheese  represent  market  opportunities  for  producers  and  processors. 

3.  Programs  and  Services  Provided 

The  Dairy  Control  Board  acts  as  the  industry  referee.  Alberta  is  unique  in  Canada  in 
that  we  have  an  operating  structure  that  brings  producers  and  processors  together  on  a 
routine  basis  to  discuss  industry  issues  and  make  recommendations  to  the  Dairy 
Control  Board.  By  performing  this  role,  we  minimize  the  conflict  and  turmoil 
experienced  in  other  provinces. 

The  Board  provides  an  appropriate  appeal  mechanism  for  producers,  processors, 
consumers  and  government.  With  strong  enabling  legislation,  the  Board  can  provide 
services  which  limits  unnecessary  legal  costs  and  court  challenges. 

Interprovincial  trade  is  important  to  Alberta.  The  Board  must  assist  in  facilitating 
complete  removal  of  all  interprovincial  trade  barriers  for  milk  and  milk  products. 

To  ensure  accurate  producer  returns,  processor  records  are  audited.  Board  staff 
provide  technical  assistance  to  producers  and  processors  on  payment  procedures.  In 
addition,  the  Board  offers  liaison  with  the  Canadian  Dairy  Commission  respecting 
payment  and  levy  deductions. 

A  market-responsive  dairy  industry  will  be  competitive.  Deregulation  that  stimulates  a 
more  competitive  market-driven  industry,  while  providing  an  orderly  transition  period, 
is  a  goal.  The  deregulation  process  must  continue.  Change  can  be  managed  to 
prevent  short-term  economic  disruptions. 

The  Board  provides  service  to  the  industry  by  calculating  producer  payment  through  a 
price  equalization  pool. 


-21- 


The  Board  sets  the  farm  gate  price  of  industrial  milk.  In  addition  the  Board 
administers  the  producer  price  and  the  wholesale  price  of  milk  as  set  by  the  Public 
Utilities  Board  under  authority  of  the  Dairy  Board  Act. 

Milk  allocation  to  processors  to  achieve  the  highest  possible  producer  returns  from  the 
highest  value-added  processing  is  a  Board  responsibility. 

The  Board  is  responsible  for  the  creation  of  fluid  quota  (a  provincial  quota)  and 
market  share  quota  (national  quota)  to  producers.  As  part  of  the  service  the  Board 
maintains  a  registry  of  licensed  producers,  quota  allotments,  and  security  documents 
on  behalf  of  producers  and  lenders,  collects  data,  and  supplies  statistics  to  the 
Canadian  Dairy  Commission,  Statistics  Canada,  Alberta  government  agencies  and  the 
dairy  industry. 

4.  Measurable  Results 

Industry  referee  -  all  issues  are  addressed  immediately,  with  courtesy  and  with  widest 
possible  input  to  arrive  at  a  fair  and  reasonable  resolution. 

Appeal  board  -  all  appeals  are  received  in  writing  and  are  reviewed  by  the  Board  at 
the  earliest  date  the  information  is  available.  Personal  appearances  before  the  Board 
are  available. 

Interprovincial  trade  -  any  processor  who  wants  to  move  product  in  or  out  of  Alberta 
will  receive  complete  cooperation  provided  accurate  accounting  for  the  product  is 
maintained.  Regional  pooling,  quota  movement  and  administration  is  a  long-term 
goal. 

Audit  -  processor  and  producer  records  are  examined  in  sufficient  detail  and  any 
necessary  adjustments  are  made  to  achieve  accurate  payment. 

Deregulation  -  opportunities  to  deregulate  aspects  of  the  dairy  industry,  for  example 
the  wholesale  milk  price,  will  be  recommended. 

Producer  payment  -  all  producers  are  accurately  paid. 

Milk  pricing  -  adjustments  are  made  to  the  price  of  industrial  milk  to  provide 
adequate  producer  return  and  keep  the  Alberta  further  processing  industry  competitive. 

Milk  allocation  -  the  cascading  demand  principle  be  implemented  in  a  manner  that 
generates  the  highest  possible  producer  returns. 
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Quota  administration  -  respond  to  market  demand  by  allotting  quota  in  sufficient 
quantities  to  bring  about  an  adequate  supply  of  fresh  milk  to  meet  consumer  demand. 


5.  Operations 

The  Board  is  composed  of  five  members  appointed  by  the  Lieutenant  Governor  in 
Council.  Policy  Committee  is  made  up  of  key  industry  and  government  personnel 
provides  advice  to  the  Board  on  policy  issues. 

Alberta  is  a  member  of  the  National  Milk  Marketing  plan;  the  Chairman  of  the  Dairy 
Control  Board  is  one  signatory.  Through  the  Canadian  Milk  Supply  Management 
Committee,  the  Board  provides  input  to  the  Canadian  Dairy  Commission  on  policy 
matters  affecting  the  Alberta  dairy  industry. 

An  administrative  staff  complement  of  10  is  employed  to  carry  out  Board  policies  and 
procedures.  Staff  expertise  includes  an  accountant,  business  analyst/auditor,  quota 
systems  personnel,  key  punch  and  administrative  support.  In-house  computer 
capability  that  maintains  quota  and  shipment  data,  and  receives  and  disperses 
electronic  data  with  outside  agencies  can  meet  the  forseeable  industry  needs. 


6.  Financial  Plan 


1992/93 


1993/94 


1994/95 


1995/96 


ACTUAL    FORECAST    FORECAST  FORECAST 


REVENUE: 

Government 

Producers 

Processors 


$178,093 
416,593 
206.312 


TOTAL  REVENUE:  $800.998 


$162,036 
408,160 
2Q2.5Q4 

$772.700 


$162,036 
408,160 
202.504 

$772.700 


$162,036 
408,160 
202.504 

$772.700 


EXPENDITURES: 

Government  $712,000  $648,000 

Dairy  Board  20.531  102.000 
TOTAL 

EXPENDITURES:  $732.531  $750.000 


EXCESS 

REVENUE  OVER 
EXPENDITURES: 


$  68.467        $  22.700 


$648,000 
102.000 

$750.000 
$  22.700 


$648,000 
102.000 

$750.000 
$  22.700 
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7.  Implementation,  Action  or  Work  Plans 

The  Board  must  maintain  an  impartial,  open  approach  that  permits  producers, 
processors,  consumers  and  government  to  have  issues  reviewed  and  resolved  in  a  cost- 
effective  manner. 

Policies  that  encourage  and  capture  growth  opportunities  must  be  developed. 
Maintaining  and  increasing  production  and  value-added  processing  is  a  priority,  as  in 
assisting  organizations  who  are  seeking  markets  beyond  provincial  boundaries. 

Information  gathering  and  data  transfer  must  be  accurate  and  timely.  Statistics 
Canada,  Agriculture  Canada,  Canadian  Dairy  Commission  and  Alberta  Agriculture, 
Food  and  Rural  Development  depend  on  the  integrity  of  the  Board's  data.  Audit 
procedures  are  necessary  to  verify  data  for  statistical  uses  as  well  as  accurate  producer 
payment. 

The  deregulation  process  must  continue  to  promote  a  competitive  market-driven  dairy 
industry.  Short-term  industry  and  price  stability  must  not  be  sacrificed  for  the  sake  of 
deregulation  and  change.  Supply  management  has  proven  to  be  an  effective  tool  in 
ensuring  consumers  receive  a  quality  product  on  a  continual  basis  at  stable  prices. 
Industry  investment  in  production  and  processing  facilities  is  indicative  of  the  stability 
brought  about  by  supply  management.  Deregulation  of  wholesale  milk  prices  is  a 
short-term  goal. 

The  Dairy  Control  Board  is  currently  75%  industry  financed.  Complete  self- 
sufficiency  is  a  reasonable  longer-term  goal,  provided  appropriate  enabling  legislation 
is  in  place.  Consistency  in  terms  of  cost-recovery  compared  to  other  agriculture 
sectors  is  a  reasonable  goal. 

Calculation  of  producer  payment  through  a  price  equalization  pool  is  a  key  function  of 
the  Board.  It  is  a  reasonable  goal  to  create  a  regional  or  western  Canadian  system. 

Alberta  is  in  a  position  to  provide  proactive  leadership  to  the  western  Canadian  dairy 
industry.  Managing  change  is  essential.  Using  the  existing  resources  and  expertise, 
the  Board  can  service  the  needs  of  producers,  processors,  consumers  and  government 
in  meeting  future  challenges. 
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